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tN THE UNITED STATES BANKRUPTCY COURT 
FOR THE DISTRICT OF MARYLAND 
(BALTIMORE DIVISION) 

IN RE: * 

NETFAX, INC., * Case Number: 02-5-7777-SD 

Debtor - * Chapter 7 
***** * ***** 

FREDERICK. J. MURPHY, * 

Movant, * 

v. * 

JOSEPH J. BELLINGER, TRUSTEE, * 
Respondent. * 

***********. 

MOTION OF FREDERICK J. MURPHY 
FOR RELIEF FROM THE AUTOMATIC STAY 

Pursuant to Section 362 of the United States Bankruptcy Code aid Federal Rules of 

Bankruptcy Procedure 4001, 9013 and 9014, Frederick J. Murphy ("Murphy"), by his 

undersigned counsel, hereby moves for relief from the automatic stay to. permit him to file a 

petition with the United States Patent and Trademark Office (the "USPTO") for a determination 

whether certain patent applications are "divisional applications" or "continuation-in-part 

applications." This determination will ultimately establish whether the bankruptcy estate of 

Netfa*, Inc. ("Nctfax") holds title to the patent applications. Joseph J. Bellinger ("Bellinger" or 

the 'Trustee"), Chapter 7 trustee for the Netfax bankruptcy estate, claims that the patent 

applications are property of the bankruptcy estate and has filed a motion requesting authority to 
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sell the patent application* and other intellectual property. As more fully described below, 

of the applications. Murphy now seeks relief from the automatic stay so that he may petition the 
OSPTO to determine whether the appHcations arc divisional applications or cOntinuation-ii,- P a rt 
applications. As further explained below, if the applications Are conUnuation-m-part 
applications, Murphy retains title to the applications. Murphy submits that a determination by 
the USPTO is necessary to establish clear title to the applications. In further support of this 
Motion, Murphy respectfully states as follows: 

PARTIES. JtmrSDICTtOrt AND VENT JR 

1. Murphy is an individual residing at 126 Ambleside Drive, Falmouth, 
Massachusetts 02540. 

2. Netfax filed a voluntary petition for relief in (his Court under Chapter \ 1 of the 
United States Bankruptcy Codefthe "Bankruptcy Code") on May 14, 2002 (the "Petition Date"). 
On or about June 21, 2002, this Court entered an order converting this case to a Chapter 7 
proceeding. 

3 . Bellinger was appointed trustee for the Netfax bankruptcy estate and continues to 
serve in that capacity. 

* _ - 

4. This Court has jurisdiction over this adversary proceeding pursuant to 28 U.S.C. 
§§,157 and 1 334 and 1 1 U.S.C. § 362. 

5. This is a core proceeding within the meaning of 28 U.S.C; § 157(b)(2)(G). 

6. Venue is proper in this Court pursuant to 28 U.S.C. § 1 409. 
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STATEMENT O Pfapts 
7- Murphy is the sole inventor on the following six patent applications: 

Senal No 08(555,91 1 (the "Original Application") with the USPTO. The 

£3C!frf ^£5™ 1? " ot i SsUed * ? mature P atent «» formation 
and belief,, is still -pending before the USPTO. 

b. Patent application U.S. Serial No. 09/184,972 (the '"972 Application") 
was filed oh November 3, 1998 as a divisional application of the Original 
Apphcatton. The '972 Application issued as U.S. Patent Ntmber 
6,028,679 entitled Internet Global Area Networks Fax System (the "Issued 
Patent") on February 22, 2000. 

c. Patent application U.S. Serial No. 09/506,925 (the '"925 Application") 
was filed as a divisional application of the '972 Application on 
Fetmiary tfi, 2000. On information and belief, the '925 Application was 
abandoned effective June 30, 2004 due to the failure of Netfax to respond 
to a communication from the USPTO within the extended statutory period 
for response. 

d. OtiJtihe 11, 2001, the foHowing three aijplications were filed: 

i. Patent application U.S. Serial Number 09/877,238, titled Method 
and apparatus for interfacing a plurality of devices to a computer 
network (published application US2O02/0036791AI, published 
March 28, 2002) (the '"in Application"); 

ii. Patent application U.S. Serial Number 09/877,239, titled Method 
and apparatus for delivery of facsimile documents over a computer 
network (published application US2002/0033961A1, published 
March 21 , 2002) (the '"239 Application"); and 

iii. Patent, application U.S. Serial Number 097877,240, titled Method 
and apparatus for delivery of digital images over a computet 
network (published application US2002/0036792A2, published 
March 28, 2002) (the "'240 Application" and, collectively with the 
'23S Application and the '239 Application, the "2001 

.-Applications"). 

8. According to the public records of the USPTO, on October 30, 199(5, Thomas 
Peterson ("Peterson") filed a "Recordation of Assignment", accompanied by a document titled 
"Assignment", which provides that Murphy assigned to Netfax all of his right, title and interest 
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ih the Original Application and any divisions and continuations thereof (the "Assignment"). The 
public records indicate that the Assignment has an effective recordation date of November 4, 
1996. The Assignment docs not extend to continuation-in-part applications of the Original 
Application. A true and correct copy of the Assignment obtained from the USPTO public 
records is attached hereto as EXHIBIT A . 

9. As a result of Murphy's assignment of the Original Application, Murphy also 
assigned all of his right, title and interest in the '925 Applicatiba, a divisional patent. The 
assignment of the Original Application did not result in an assignment of the 2001 Applications 
because, although the 2001 Applications were published with a designation of "divisional" on 
the face of the applications, they are actually continuation-in-part applications because they 
contain additional subject matter. 

10. On information and belief, Netfax delegated authority to control prosecution of 
the '925 Application to Peterson. Netlax abandoned all of Netfax's rights in and under the '925 
Application by failing to respond to. a final office action mailed by me USPTO in December 
2003 by the extended statutory bar date of June 30, 2004. 

11. Murphy has never assigned any of his right, title or interest under the 2001 
Applications and therefore remains the owner of the 2001 Applications. Scte 37 G.F.R. § 3.73(a) 
("The inventor is presumed to be the owner of a patent application, and any patent that may issue 
therefrom* unless there is an assignment."). 

12. The Issued Patent is widely regarded as the pioneer Internet fax patent. The 2001 
Applications are generally directed toward transformation arid delivery of documents or other 
data over computer networks, certified delivery of electronic documents and value bearing 
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instruments over computer networks, and certain lading edge digital certificate and date 
transport encryption processes. 

1 3. In the Netfax bankruptcy case, the Trustee has claimed that the 2001 Applications 
constitute property of the Netfa* bankruptcy estate. 

14. Qn or about April 6, 2004, the Trustee filed his Motion for Authority to Sell the 
Bankruptcy Estate's Interest in Intellectual Property Subject to Pre-Petitibn Secured Claims and 
Free and Clear of Post-Petition Secured Claims (the "Motion to Sell"), pursuant to which the 
Trustee requests this Court authorize him to sell certain intellectual property, including the 2001 
Applications, to Ffcstin, Inc. C'Pirstin") or such party that makes a higher and better offer to 
purchase the property. 

REQUEST FOR RFT .rF.17 

15. Murphy requests that this, Court terminate the automatic stay imposed by 
Section 362(a) td permit Murphy to file a petition with the USPTO for a determination whether 
each of the 2001 Applications is a "divisional application" as stated on the face of the 
corresponding published application or a "continuation-in-part application" based oh the 
additional subject matter inctuded in each of the 2001 applications but not found in the prior '925 
Application. Attached hereto as EXHIBIT B is a draft petitions relating to the '23 8 Application. 
(The exhibits to the draft petitibns are vdluminous and therefore are not attached to service 
copies. Copies of the exhibits are available upon request to the undersigned counsel.) tf this 
Motion is.granted, Murphy will prepare and file petitions in substantially the same form for the 
•239 Application and the '240 Application. 

16. A "divisional" application is "[a] later application for an independent or distinct 
invention, carved but of a pending application and disclosing and claiming only subject matter 
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disclosed in the earlier or patent application." Manual of Patent Examining Procure § 201.06. 
A "coritiauation-in-part" application is "an application filed during the lifetime of an earlier 
nonprovisional application, repeating some substantial portion or all of the earlier nonprcvisional 
application and adding matter not disclosed in the said earlier nonprovisional application/* 
Manual of Patent Examining Procedure § 201.08 (emphasis in original), The distinction is 
important because "a prior assignment recorded against the original application is applied to the 
division or continuation application because the assignment recorded against the original 
application gives the assignee rights to the subject matter common to both applications." Manual 
of Patent Examining Procedure § 30.6. However, "a prior assignment of the original application 
is not applied to the substitute or continuation-in-part application because the assignment 
recorded against the original application gives the assignee rights to only the subject matter 
common to both applications." Id. "Substitute or continuation-in-part applications require a new 
assignment if they are to be issued to an assignee." Id. 

17. Determination by the USPTO is necessary to clarify whether Murphy retains title 
to the 2001 Applications, which is initially vested in the inventor and remains with the inventor 
absent ah assignment^atid whether he. therefore retains the right to take action before the USPTO 
with respect to the 200.1 Applications. If the USPTO determines that the 2001 Applications are 
continuation-in-part applications, Murphy holds title to each of the 2001 Applications because 
continuation-in-part applications require a new assignment. Until the nature of the applications 
is determined, title to the 2001 Applications is in dispute and no purchaser can obtain clear title 
to them. 

BASIS FOR RF.T.rEF 

18. Section 362(d): provides as follow^ 
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On request of a party in interest and after notice and a hearing, the court 
snail grant relief from the stay provided under subsection (a) of this 
S°tay- "* tet7niMti, ^ g ' annunin «' modifying, or conditioning 

(1) for cause, including the lack of adequate protection of an 
interest in property of such party in interest; 

(2) with respect to stay of ari act against, property under 
subsection (a) of this section, if - 

(A) the debtor docs not have any equity in such 

property; and 

(B) such property is not necessary to an effective 

reorganization. 

19. Because "cause" is. not defined in the Bankruptcy Code, bankruptcy courts, must 
determine when, discretionary relief is appropriate on a case-by-case basis.. Claughton v. Mixson, 
33 F.3d 4^ 5 (4 ,h Cir. 1994). the legislative history of Section 362 states that "cause" may be 
established by a single: factor such as "a desire to permit an action to proceed ... in another 
tribunal" or lack Of any "interference with the pending bankruptcy case:" In re Rexenc Products 
Co., 141 B.R. 574, 576 (Bankx. D. Del. 1992) (citing H.R. Rep. No. 95-595, 95'" Cong,, 1 st Sess., 
341 (1977)). In determining whether "cause" exists, bankruptcy courts have "broad, discretion." 
Claughton, 33 F.3d at 5. 

20. The Fourth Circuit has articulated three factors courts should consider in deciding 
whether "cause" has been shown for modification of the automatic slay to permit the prosecution 
of litigation against the debtor in another forum. These factors include: (1) whether the issues in 
the pending litigation involve nou-bankruptcy law, so the expertise of the bankruptcy court is 
unnecessary; (2) whether modifying the stay will promote. judicial economy and whether there 
would be greater interference with the bankruptcy case if the stay were not lifted because matters 
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would have to be litigated in bankruptcy cburt; and (3) whether the estate can be prelected 
properly by a requirement that creditors seek enforcement Of any judgment through the 
bankruptcy court. Robbins v. Robbins (In re Rabbins), 964 F,2d 342, 345 (4* Cir. 1992). When 
applied to this case, these factors overwhelmingly support modification of the automatic stay to 
permit Murphy to file flic petition with the USPTO. 

21. Here, the issue that must be decided is whether the 2001 Applications are 
"divisional applications" or ''continuation^n-part applications." This issue implicates only non- 
bankruptcy law. Therefore, the expertise of this Court is not necessary. Moreover, such 
determination lies within the exclusive jurisdiction, of the USPTO. See, e.g., Display Research 
Laboratories, Inc. v. Telegen.Corp., 133 F,Supp.2d 1170 (N.D. Cal. 2001) (district court did not 
have jurisdiction oyer Tequest for declaratory judgment because patent had not been issued yet; 
prior to issuance of parent, USPTO has sole jurisdiction over dispute relating to title to patent); 
Fordham v. Onesoft Corp., 2001 WL 641759 (E.D. Va. Jan. 24, 2001) {USPTO has exclusive 
jurisdiction with respect to. competing claims to pending patent applications). "Until a patent is 
issued, the Court's involvement would be premature and would encroach on the administrative 
function of the Commissibnerfof the USPTO]." Display Research Laboratories, 133 F.Supp.23 
at 1174. 

22. The second factor, promotion of judicial economy, also supports modification of 
the stay. The USPTO, which issues divisional and continuation-in-part applications, w uniquely 
qualified to determine whether an application rs a divisional or continuation-in-part. The 
USPTO is the most appropriate fotum to efficiently address the issues presented and to grant 
complete relief without any interference With the bankruptcy proceedings; 
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23. Finally with respect to the third factor, protean of the estate, modification of 
the stay will not in any way ham, the estate or the interest, of creditors. Whatever interest the 
estate has in the 2001 Applications, the estate has. The determination by the USPTO of the 
titleholderofthe2001 M^c^^ Mf ^ vii ^^^ ti ^ 
seeks to maintain the status quo in the bankruptcy case until the USPTO makes the necessary 
determination. It is in the best interest of the Netfax estate for the USPTO to promptly determine 
whether the estate holds title to the 2001 Applications. Without this determination by the 
USPTQ no purchaser in the bankruptcy case can obtain clear title to the applications. 

24. In addition to the foregoing, relief from the stay should be granted because the 
2001 Applications arc not necessary for an effective reorganization. 

25. Pursuant to Local Bankruptcy Rule 9013-2, Murphy will rely solely on the 
grounds and aultorities set forth herein and will not submit a memorandum in support of this 
Motion. 

WHEREFORE, Murphy requests that this Court enter an order: 

A. Modifying the automatic stay imposed by Section 362(a) to permit Murphy to file 
petitions with the. USPTO for determinations whether each of the 2001 Applications are 
"divisional applications^ or "conttnaation-in-paft applications" and <p. take all actions necessary 
to effectuate and facilitate the filing of the petitions (including, without limitation, filing a 
revocation of ihc existing power ofahorney on file for each of the 2001 Applications and filing a 
new power of attomoy); and 
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B. 



Granting Murphy such other and farther relief 



as- is just and appropriate under the 



circumstances. 



Dated: August 10, 2004 



/s/ Maria EI k na Ghav^ .R>, n rlr 



Richard M. Krerrtert (00532) 
C. Kevin Kobbe (0796$) 
Maria Bllena Chavez-Ruark (23941) 
Piper Rudniclc LLP 
6225 Smith Avenue 
Baltimore* Maryland 21209-36*00 
Telephone: (410) 580-3000 
Facsimile; (410) 580-3001 

Leslie Meyer-Leon, Esquire 
IP Legal Strategies Group P.G. 
1480 Falmouth Road 
P.O.Box 1210 

Centerville, Massachusetts 02632- 1210 
Telephone: (5Q8) 790-9299 
Facsimile: (508) 790-1955 

Counsel for Frederick J. Murphy 
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CERTIFICATE OF SBRvinp 
I HEREBY CERTIFY that on the 10* day of August, 2004, copies of the foregoing 
Motion of Frederick J. Murphy for Relief from the Automatic Stay Were served oh the parties on 
the attached service list by first class, mail, postage prepaid, and on the following by overnight 



mail; 



Joseph J. Bellinger, Esquire 
Chapter 7 Trustee 
Miles. &,Stocfcbridgc 
10 Light Street, 12* Floor 
Baltimore, Maryland 21202 



/$/ Maria Ellena Chavez-ft uarfc 



Maria Ellena Chavez-Ruark 
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Internet Magic, Inc. 
c/o Matthew V. Heiron 
Meiscnheimer Hfcrrort ct al 
550 West C Street 
Suite 1 760 

SanDleRo.CA 92101 

MatSuda Capital, Inc. 
c/q James M. Grcenan, Esq. 
McNamee Korea et.al 
6411 Ivy Lane 
Suite Y 200 

Gfeenbelt.MD 20770 
Netfax,inc. 

c/o H. Eugerne Funk, Jr. Esq. 
Roscnbfcrt Proutt et al 
25 South Charles Street 
SuitelZllS 

Baltimore, MD 21201 

Nida^Maloney 

c/o Richard M. Kremen, Esq. 

Piper Rudnick LLP 

6225 Smith Avenue 

Baltimore, MD 21209-3600 



SERVICE LIST 

Telcchoioe, Inc. 
c/b Kristen B. Percy* Esq. 
Seven Saint Paul Street 
Suite 1400 

Baltimore, MD 21202 

The Heartland Fund, Inc. 
c/o Lawrence Yumkas, Esq. 
Rosenberg Proutt et al 
25 South Charles Street 
Suited! 15 

Baltimore, MD 21201 

ARC Disposal & Recycling 
Company 

2101 South Busse Road 
Mt Prospect IL 60056-5566 



Banner & Witcoff, Ltd, 
Attention: Thomas Peterson 
1001 G Street, N.W, 
Washington DC 20001 



Branch of Reorganizaiton 

Securities and Exchange 

Commission 

3475 Lenox Road, NE 

Suite 1000 

Atlanta GA 30327-1232 

Burns and Lcvinson LLP 
125 Summer Street 
Boston, MA 021 10-1624 



CT Corporation System 

P. O. Box 4349 

Carol Stream IL 601 97-4349 



CotnEd 

Brl I Payment Center 
Chicago EL 60668-0001 



Shawn. Cbulson, L. L.P. 
cfo Richard M. Kremcn, Esq. 
Piper Rudflick LLP 
6225 Smith Avenue 
Baltimore, MD 21209-3600 

Sheppard Murllin, Richter& 

Hampton, LLP 

c/b Richard M. Kremen, Esq. 

Piper Rudnick LLP 

6225 Smith Avenue 

Baltimore, MD 21209*3600 



Barry A. Butanis, Esquire 
Baltimore County Office of 
Law 

400 Washington Avenue 
2nd Floor 

TowsonMD21204 

Beltway Cbrp. 
c/o Frederick J. Mutphy 
126 AxrlWesidc Drive 
Falmouth, MA 02450 



Competitive 

Telecommunications Assn. 
1900 M Street, N.W. 
Suite 800 

"Washington DC 2(5036 

Crocker, David H. 
675 Spruce Drive 
Sunnyvallo, CA 94086 
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DeVasto Associates 
36 Washington Street 
Suite 240 

Wcllesley MA 02181 



Delaware Business 
rttcorporatorsltic 
3422 Old Capitol Trail 
Suite 700 

Wilmington DE 1 9808 

Dunham, J. Lawrence 
3307 9th Ave. Court NW 
Gig Harbor, WA 98335 



Events by Design Thru 

Invagination 

18 CclinaAvetiue 

Suite 20 

Nashua, NH 03063-1015 

Federman, Lally & Remis, 
LLC 

Attention: James Remis, 
CPA 

231 Farmington Avenue 
Faimington CT 06032 

Fifchlnc. 

Attention: Gregory A. Vick 
20350 Olentangy River Road 
Worthington OH 43085 



GTE Northwest - NfetFax, 
Inc. 

Payment Processing Center 
Inglcwodd, CA 90313-0001 



Internal Revenue Service 
Insolvency Division 
P.O. Box 1076 
Baltimore WD 21203 



Internet Magic* Inc. 
c/o Leslie D. Silverman, Esq. 
4704 Hollywood Road 
College Park, MD 20740 



Durham, J. Lawrence 

P. 0. Box 9505 

Rancho Santa Fe CA 92067 



EarthLfok Network, Inc. 
Pi 0. Box 70880 
Pasadena CA 91 107-7880 



Eric and Debbie Wertheimer 
244 Riviera Drive 
San Rafael, CA 9490 1 



Frederick I Murphy 
126 Ambleside Drive 
Flaimouth, MA 02540 



Fundameitttl Trading 
.8 Mountain Trail 
Stamford, CA 06897 



Fundamental Trading 
Partners 

c/o Ken Websters 
68 Granite Drive 
Wilton, CT 06897 



Internet Magic, Inc. 

c/o Matthew V. Herron, Esq. 

Mcteenheimer Hcirrori ctsil 

550 West C Street 

Suite 1760 

San Diego CA 92101-3545 

Jack Walker Television 
Productions 
11151 66th Street N 
Suite 301 
Largo FL 33773 

* • - - 

James G. Kelly, Esq. 
Kelly & Trevetien, LLC 
18 Titus Road 
Washington Depot, CT 
06794 
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